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(f) Preserve or enhance rail or inter-
modal service to small communities or 
rural areas. 

§ 260.9 Loan terms. 
The maximum repayment period for 

direct loans and guaranteed loans 
under this part is 25 years from the 
date of execution. The interest rate on 
direct loans will be equal to the rate on 
Treasury securities of a similar term. 
In general, the financial assistance pro-
vided will be required to be repaid prior 
to the end of the useful life of the 
project it is used to fund. 

§ 260.11 Investigation charge. 
(a) Applicants for financial assist-

ance under this part may be required 
to pay an investigation charge of up to 
one-half of one percent of the principal 
amount of the direct loan or portion of 
the loan to be guaranteed. 

(b) When an investigation charge is 
assessed, one-half of the investigation 
charge shall be paid by Applicant at 
the time a formal application is sub-
mitted to FRA. 

(c) Within 60 days after the date of 
filing of the application, Applicant 
shall pay to the Administrator the bal-
ance of the investigation charge. 

§ 260.13 Credit reform. 
The Federal Credit Reform Act of 

1990, 2 U.S.C. 661, requires Federal 
agencies to set aside the subsidy cost 
of new credit assistance provided in the 
form of direct loans or loan guarantees. 
The subsidy cost will be the estimated 
long term cost to the Government of 
the loan or loan guarantee. The sub-
sidy cost associated with each direct 
loan or loan guarantee, which the Ad-
ministrator must set aside, may be 
funded by Federal appropriations, di-
rect payment of a Credit Risk Pre-
mium by the Applicant or a non-Fed-
eral infrastructure partner on behalf of 
the Applicant, or any combination 
thereof. 

§ 260.15 Credit risk premium. 
(a) Where available Federal appro-

priations are inadequate to cover the 
subsidy cost, a non-Federal infrastruc-
ture partner may pay to the Adminis-
trator a Credit Risk Premium adequate 
to cover that portion of the subsidy 

cost not covered by Federal appropria-
tions. Where there is no Federal appro-
priation, the Credit Risk Premium 
must cover the entire subsidy cost. 

(b) The amount of the Credit Risk 
Premium required for each direct loan 
or loan guarantee, if any, shall be es-
tablished by the Administrator. The 
Credit Risk Premium shall be deter-
mined based on the credit risk and an-
ticipated recovery in the event of de-
fault, including the recovery of collat-
eral. 

(c) The Credit Risk Premium must be 
paid before the disbursement of a di-
rect or guaranteed loan. Where the bor-
rower draws down the direct or guaran-
teed loan in several increments, the 
borrower may pay a portion of the 
total Credit Risk Premium for each in-
crement equal to the proportion of that 
increment to the total amount of the 
direct or guaranteed loan. 

(d) Each direct loan and loan guar-
antee made by the Administrator will 
be included in one cohort of direct 
loans or one cohort of loan guarantees, 
respectively, made during that same 
fiscal year, or longer period, as may be 
determined by the Administrator. 
When all obligations in a cohort have 
been satisfied or liquidated, the 
amount of Credit Risk Premiums, paid 
by applicants or infrastructure part-
ners, remaining in the cohort, after de-
ductions made to mitigate losses from 
any loan or loan guarantee in the co-
hort, together with interest accrued 
thereon, will be repaid on a pro rata 
basis to each original payor of a Credit 
Risk Premium for any obligation 
which was fully satisfied. If the Admin-
istrator’s estimate of the default risk 
cost of each loan is accurate, the ag-
gregate of Credit Risk Premiums asso-
ciated with each cohort of loans will 
fully offset all losses in the cohort and 
none will remain to be returned to the 
payees. 

Subpart B—FRA Policies and Pro-
cedures for Evaluating Appli-
cations for Financial Assist-
ance 

§ 260.17 Credit risk premium analysis. 
(a) When Federal appropriations are 

not available to cover the total subsidy 
cost, the Administrator will determine 
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